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are desired, if there are extenuating 
circumstances RUS may accept a sin-
gle-purpose transmission or generation 
CWP in support of a loan application or 
budget reclassification. The construc-
tion period covered by a CWP in sup-
port of a loan application shall not be 
shorter than the loan period requested 
for financing of the facilities. 

(c) Facilities, equipment, and other 
items included in a power supply bor-
rower’s CWP may include: 

(1) Distribution and related facilities 
as set forth in § 1710.251(c); 

(2) Transmission facilities required 
to deliver the power needed to serve 
the existing and planned new loads of 
the borrower and its members, and to 
improve service reliability, including 
tie lines for improved reliability of 
service, line conversions, improve-
ments and replacements, new sub-
stations and substation improvements 
and replacements, and Systems Control 
and Data Acquisition equipment, in-
cluding communications, dispatching 
and sectionalizing equipment, and load 
management equipment; 

(3) The borrower’s proportionate 
share of transmission facilities re-
quired to tie together the operating 
systems of supporting power pools and 
to connect with adjacent power sup-
pliers; 

(4) Improvements and replacements 
of generation facilities; and 

(5) The cost of engineering, architec-
tural, environmental and other studies 
and plans needed to support the con-
struction of facilities, when such cost 
is capitalized as part of the cost of the 
facilities. 

(d) A CWP for transmission facilities 
shall normally include studies of load 
flows, voltage regulation, and stability 
characteristics to demonstrate system 
performance and needs. 

[57 FR 1053, Jan. 9, 1992, as amended at 60 FR 
3731, Jan. 19, 1995; 60 FR 67405, Dec. 29, 1995] 

§ 1710.253 Engineering and cost stud-
ies—addition of generation capac-
ity. 

(a) The construction or purchase of 
additional generation capacity and as-
sociated transmission facilities by a 
power supply or distribution borrower, 
including the replacement of existing 
capacity, shall be supported by com-

prehensive project-specific engineering 
and cost studies as specified by RUS. 
The studies shall cover a period from 
the beginning of the project to at least 
10 years after the start of commercial 
operation of the facilities. 

(b) The studies must include com-
prehensive economic present-value 
analyses of the costs and revenues of 
the available self-generation, load 
management, energy conservation, and 
purchased-power options, including as-
sessments of service reliability and fi-
nancing requirements and risks. Re-
quirements for analyzing purchased- 
power options are set forth in § 1710.254. 

(c) Generally, studies of self-genera-
tion, load management, and energy 
conservation options shall include, as 
appropriate, analyses of: 

(1) Capital and operating costs; 
(2) Financing requirements and risks; 
(3) System reliability; 
(4) Alternative unit sizes; 
(5) Alternative types of generation; 
(6) Fuel alternatives; 
(7) System stability; 
(8) Load flows; and 
(9) System dispatching. 
(d) At the request of a borrower, 

RUS, in its sole discretion, may waive 
specific requirements of this section if 
such requirements imposed a substan-
tial burden on the borrower and if such 
waiver will not significantly affect the 
accomplishment of the objectives of 
this subpart. 

§ 1710.254 Alternative sources of 
power. 

(a) General. (1) RUS will make loans 
to finance the construction of genera-
tion facilities by distribution or power 
supply borrowers and transmission fa-
cilities by power supply borrowers only 
under the following conditions if said 
borrowers do not already own and oper-
ate such types of facilities: 

(i) Where no adequate and dependable 
source of power is available to meet 
the consumers’ needs; or 

(ii) Where the rates offered by other 
power sources would result in a higher 
cost of power to the consumers than 
the cost from facilities financed by 
RUS, and the amount of the power cost 
savings that would result from the 

VerDate Mar<15>2010 19:38 Feb 08, 2013 Jkt 229022 PO 00000 Frm 00121 Fmt 8010 Sfmt 8010 Q:\07\7V11.TXT ofr150 PsN: PC150



112 

7 CFR Ch. XVII (1–1–13 Edition) § 1710.254 

RUS-financed facilities bears a signifi-
cant relationship to the amount of the 
proposed loan. 

(2) If a borrower already owns and op-
erates the types of facilities included 
in a loan request, then a loan for the 
purposes contained in paragraph (a)(1) 
of this section, as well as for the con-
struction of transmission facilities by 
a distribution borrower, will be consid-
ered and evaluated by RUS in terms of 
whether the proposed facilities con-
stitute an effective and economical 
means of meeting the power require-
ments of the consumers. A borrower 
shall contact RUS as soon as prac-
ticable in order for RUS to review in-
formation submitted by the borrower 
and advise the borrower, in writing, 
whether there is a need for the bor-
rower to investigate and seek alter-
native sources of power. RUS will de-
termine, based on information provided 
by the borrower or otherwise available, 
whether there is a need to investigate 
alternative sources of power or wheth-
er RUS will require information or 
other methods of determining the need 
for the generation capacity. RUS will 
base its determination on whether RUS 
is able to conclude that the project is 
needed, the borrower would incur 
delays and costs in pursuing an RFP, 
or that an RFP is not likely to produce 
new alternatives to the project. 

(b) Loan requests for the addition of 
generation capacity, including replace-
ment of existing capacity, will be ac-
cepted by RUS when the applicant has 
completed the requirements estab-
lished by RUS, in a manner satisfac-
tory to RUS. The investigations of al-
ternative sources of power must be co-
ordinated in advance with RUS. This 
section applies to RUS financed gen-
eration capacity whether owned solely 
by the borrower, owned on an undi-
vided ownership basis with other utili-
ties or substantially controlled by the 
borrower. 

(c) The applicant may be required to 
seek and utilize capacity available 
from RUS borrowers and other organi-
zations before developing plans for ad-
ditional generation capacity. RUS may 
require, on a case by case basis, that 
the applicant, among other things: 

(1) Solicit power and energy purchase 
proposals from all reasonable potential 

sources of power, such as other electric 
cooperatives, investor-owned utilities, 
municipal utility organizations, and 
Federal and state power authorities. 

(2) Solicit proposals from inde-
pendent power producers, including co- 
generators, to determine the terms and 
conditions under which these producers 
can supply the additional power and 
energy needs of the applicant, without 
RUS financial assistance. Such solici-
tations should be placed in at least 
three national newspapers or trade 
publications, and they meet all plan-
ning, coordination or other require-
ments imposed by state authorities, as 
well as the environmental require-
ments of RUS. 

(d) When solicitations are received in 
accordance with paragraph (c) of this 
section, the applicant will evaluate all 
alternative proposals on an economic, 
present-value basis, giving consider-
ation to cost-effectiveness, reliability 
of service, the short-term and long- 
term financial viability of the supplier, 
and the financial risk to the borrower 
and its creditors. The applicant will 
keep RUS fully informed on these eval-
uations and provide supporting infor-
mation and analysis as requested by 
RUS. 

(e) After evaluation of all proposals 
received in accordance with paragraph 
(c) of this section, and having informed 
RUS of the results, the applicant may 
be required to negotiate final proposals 
with the entities submitting the best 
acceptable offers. Contracts requiring 
RUS approval will either be approved 
in advance by the Administrator or 
contain a provision that the contract is 
not valid until approved, in writing, by 
the Administrator. The Administrator 
will approve the contracts in a timely 
manner provided that the borrower has 
met all applicable requirements, in-
cluding, among other matters, evidence 
that the alternative source of power se-
lected is an economical and effective 
alternative. 

(f) RUS may make independent in-
quiries with potential power suppliers 
as to the availability of power to meet 
borrowers’ needs. Information devel-
oped by RUS will be shared with bor-
rowers at their request. 

(g) Further details of RUS require-
ments for financing of generation and 
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bulk transmission facilities are set 
forth in 7 CFR part 1712. 

(h) At the request of a borrower, 
RUS, in its sole discretion, may waive 
specific requirements of paragraphs (b) 
through (e) of this section if such waiv-
er is required to prevent unreasonable 
delays in obtaining generation capac-
ity that could result in system reli-
ability problems. 

(Approved by the Office of Management and 
Budget under control number 0572–0032) 

[57 FR 1053, Jan. 9, 1992, as amended at 65 FR 
31247, May 17, 2000] 

§§ 1710.255–1710.299 [Reserved] 

Subpart G—Long-Range Financial 
Forecasts 

§ 1710.300 General. 

(a) RUS encourages borrowers to 
maintain a current long-range finan-
cial forecast. The forecast should be 
used by the board of directors and the 
manager to guide the system towards 
its financial goals. 

(b) A borrower must prepare, for RUS 
review and approval, a long-range fi-
nancial forecast, approved by its board 
of directors, in support of its loan ap-
plication. The forecast must dem-
onstrate that the borrower’s system is 
economically viable and that the pro-
posed loan is financially feasible. Loan 
feasibility will be assessed based on the 
criteria set forth in § 1710.112. 

(c) The financial forecast and related 
projections submitted in support of a 
loan application shall include: 

(1) The projected results of future ac-
tions planned by the borrower’s board 
of directors; 

(2) The financial goals established for 
margins, TIER, DSC, equity, and levels 
of general funds to be invested in plant; 

(3) A pro forma balance sheet, state-
ment of operations, and general funds 
summary projected for each year dur-
ing the forecast period; 

(4) A full explanation of the assump-
tions, supporting data, and analysis 
used in the forecast, including the 
methodology used to project loads, 
rates, revenue, power costs, operating 
expenses, plant additions, and other 
factors having a material effect on the 

balance sheet and on financial ratios 
such as equity, TIER, and DSC; 

(5) Current and projected cash flows; 
(6) Projections of future borrowings 

and the associated interest and prin-
cipal expenses required to meet the 
projected investment requirements of 
the system; 

(7) Current and projected kW and 
kWh energy sales; 

(8) Current and projected unit prices 
of significant variables such as retail 
and wholesale power prices, average 
labor costs, and interest; 

(9) Current and projected system op-
erating costs, including, but not lim-
ited to, wholesale power costs, depre-
ciation expenses, labor costs, and debt 
service costs; 

(10) Current and projected revenues 
from sales of electric power and en-
ergy; 

(11) Current and projected non-oper-
ating income and expense; 

(12) A discussion of the historical ex-
perience of the borrower, and in the 
case of a power supply borrower its 
member systems as appropriate, with 
respect to the borrower’s market com-
petitiveness as it relates to the rates 
charged for electricity, competition 
from other fuels, and other factors. Ad-
ditional data and analysis may be re-
quired by RUS on a case by case basis 
to assess the probable future competi-
tiveness of those borrowers that have a 
history of serious competitive prob-
lems; and 

(13) An analysis of the effects of 
major factors, such as projected in-
creases in rates charged for electricity, 
on the ability of the borrower, and in 
the case of a power supply borrower its 
member systems, to compete with 
neighboring utilities and other energy 
sources. 

(d) The following plans, studies and 
assumptions shall be used in devel-
oping the financial forecast: 

(1) The RUS-approved CWP; 
(2) RUS-approved power requirements 

data; 
(3) The current rate schedules or new 

rates already approved by the board of 
directors; 

(4) Future plant additions and oper-
ating expenses projected at anticipated 
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